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CHAPTER I
INTRODUCTION
THE NEED FOR ECONOMIC DEVELOPMENT
The need for a rapid rise in the level of income per capita
in Ghana, as elsewhere, has now been recognized. How this is to
be brought about has been a subject of discussion among economists
and policy-makers during the postwar period. The discussion has
served to focus attention on a number of important questions;
Should economic growth center on the development of agriculture
or on industries? How rapid should the growth of each of these sec¬
tors be? Are there any ceilings to their eventual expansion? Are
there any fixed relationships which may be used as rule-of-thumb
between their growth rates? In what manner should the composition
of industrial output change in order to inspire uninterrupted growth?
What are the sources of capital investments?
At a time when economic growth was largely the resvilt of
decisions of individual fentreprenevirs, few of these questions were
pertinent. The answers to them were found through trial and error,
and ventures were profitable or otherwise. Entrepreneurs followed
the course where prospects of profits were most promising. How far
they would go in these pursuits was determined by the economic results
of their understandings. Some made good on their early expectations,
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amassed fortunes, and eacplored new linesj others failed. Guided
by the '’invisible hand" underlined by Adam Smith, individual actions
led to a varying degree of economic development in different countries.
Now, however, nearly two centuries after the publication of
Adam Smith's Wealth of Nations, many countries, including Ghana, are
setting up planning agencies, committees, and other organizations to
chart in advance the course of national economies. They are setting
concrete goals and targets and trying to guide their economies to¬
ward them. Workable answers to the questions posed in the opening
paragraphs have assumed considerable operational significance. If
they correspond reasonably well to the economic structure of a country
and to the requirements of its future economic growth, they can help
avoid the losses and delays involved in the "trial and error" approach.
Economic growth can consequently avoid the frequent ups and downs
which were its characteristic features in the past.
The importance of rapid industrialization has now been widely
accepted. Without it, under-employment ~ both rural and urban —
cannot be overcome. Nor can the vulnerability of the economy to
sharp fluctuations in the availability of crops and their prices be
reduced without widening the base of economic activities. The income
per head in industry is generally higher than in agriculture.^ An
expansion in industrial employment could thus raise the average level
^ In i960, 61.8 percent of the entire labor force was employed
in the agricultural sector of the economy, and this partly explains
the low level of economic development in Ghana.
At the same time, the comparable distribution of the work force
between agricultural and industrial eit5)loyments for a number of
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of output in Ghana. Industrialization also provides the basis for
increasing productivity and income in agriculture as well as for the
rest of the economy by absorbing labor and by expanding domestic de¬
mand for agricultural products. Table 1 below shows these facts.
If Ghana's economy is to benefit in the future from specializa¬
tion and expanding international trade, the diversification of her
production and the development of industrial export is plainly nec¬
essary, it has been learned. Concentration on agricultural devel¬
opment alone would soon lead to agricultural surpluses.^ (See
Table 2.)
Without a sharp expansion in industries, even a doubling of
countries was as follows:
Developed Countries
Co\intry Agricultural Industrial Per Capita Income
% % / *
United States 12 88 801
United Kingdom 5 95 38U
West Germany 15 85 370
Denmark 23 77 370
Japan 39 6l 121
Developing Countries
Mexico 58 U2 98
Spain U8 52 92
Ghana 62 38 70
India 70 30 25
It is noticeable that the wealthier countries have a much smaller
proportion of their labor force engaged in agriculture than do the
poor countries.
* / means one pound, which has the dollar equivalent of $2.80.
After 19^7) the currency of Ghana became /G, meaning Ghanaian pound
as distinguished from poxind sterling.
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A doubling of per capita agricxiltural output would lead
close to a point where there would be a change of surpluses.
Agricultural exports could hardly absorb a surplus. Even in the
countries which are well known as the world's major exporters of
agricultural products, the share of agriculture in national output
is smaller than that of industry.
TABLE 1
Ai'INUAL PERCENTAGE RATES OF GROWTH OF WORLD* INDUSTRIAL
PRODUCTION AND EXPORTS OF MANUFACTURED GOODS












World Manufactviring Output 3.6 u.o 2.6 1;.2 h.8
Quantum of World Export 2.3 3.U 0.2 2.9 6.3
of which:
Manufactured Goods 2.h 3.3 0.3 k*3 7.U
Primary Commodities 2.2 3.U 0.7 2.0 5.3
Source: Economic Commission for Europe, Economic Survey of Europe
in 1959, Chap.VIII, p.lO.
* Excluding Eastern Europe, Soviet Union and China.
per capita agricultural output would raise the present per capita
income in Ghana by barely more than one-half. As is amply demon¬
strated by the experience of the industrial countries, there is no
3
such relative limit to the expansion of industrial output. Rapid
industrial expansion is therefore being accepted as a major means
of economic growth of the developing countries.
GHANA'S ECONOMIC POTENTIAL
International trade has been a great stimulant to the growth
3 Economic Commission for Africa, Industrial Growth in Africa
(United Nations; New York, 1963), p.l.
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TABLE 2
AGRICULTURAL OUTPUT AS A PERCENTAGE OF INDUSTRIAL
OUTPUT IN SELECTED COUNTRIES
Country Year Share in Percentages
Agriculture Industry
Canada I960 7 37
Denmark i960 15 37
Netherlands i960 11 h2
New Zealand 19Sh 22 30
Ghana 1962 77 13
Source; U.N.Statistical Year Book, 195ky I960 and 1962.
of the Ghana economy since the late 19th cent\iry. Most of the com¬
modities for this trade have been supplied by agriculture. Rubber,
palm oil, and in the last fifty years, cocoa, have dominated success-
fu]J.y the country's export trade.^ It is out of these exports that
Ghana has financed those imports of capital and consumer goods which
have contributed to the maintenance of a rapid rate of economic
growth, and a general standard of living accepted to be amongst the
highest in Africa. In 1962, in spite of the development of minerals
and other export commodities, agric\iltviral products still supplied
nearly 77 percent of the total domestic exports.
In the period since World War II, agriculture has made a very
^ See Appendix I, Annual Gold Coast Exports (1886-1913)•
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special contribution to Ghana's development over and above its role
as the principal supplier of exports. The money to finance all
revolutionary advances that have been made in the modernization of
Ghana has come almost exclusively from agriculttire. I*.thin agri¬
culture, the cocoa farmers have been the real heroes of this achieve¬
ment. Of the total income of /G 700 million earned from export of
cocoa in the period 1951 to 1961, the cocoa farmers have received
/GU20 million while the remaining /G280 million has gone to maintain
the public services, to finance developments, and to build up the
external reserves of Ghana.^
In addition to providing funds for almost all developmental
expendit\ires and savings of the government, agriculture has supplied
most of the money that has gone into local and private investments
in Ghana in recent years. The rapid growth of urban populations
stems from the prosperity of the cocoa industry. Agricultural
money has financed much of the education of the youth and the devel¬
opment of transportation. Local initiatives in improvements of
water supplies, roads, and in the construction of schools and clinics,
have contributed significantly to the social and economic achievements
in recent years.^
The Ghana situation in 1951 represented the optimal conditions
for the transfer of effective political authority to the colonial
people. A small but a relatively efficient administrative structure
^ The Ghana Seven Year Development Plan, 1963/6i;-1969/70
(Accra; Government Printer, 196U), p.53»
6 See Appendix II.
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and a limited group of professionally-trained individuals who could
assume administrative responsibility had been developed. In addition,
the financial position of Ghana in 1951 was sound, and a substantial
financial reserve existed as a result of the activities of the Ghana
Cocoa Marketing Board. "Ihis board, founded in an attempt to stabi¬
lize the prices paid for cocoa in the immediate postwar years, had
enabled the accumulation of reserves, which in 19146 amounted to over
/20 million and which by 1951 had reached a level of almost /■200
7
mixlion. This "forced saving," which was effected by the payment
to cocoa farmers of prices below world market levels became the
financial basis of post-independence schemes for social and economic
development.
Nevertheless, there existed some less satisfactory aspects.
Among them was the continuous under-functioning of the economy which,
as we shall note later in this paper, was a feature of the colonial
period. The apparent postwar prosperity was largely based on the
export of cocoa; and during the period since 1951, the basis of the
economy has not xindergone marked transformation. The economy duiing
the colonial period was fragile and rigid in the extreme, depending
as it did totally upon cocoa exports, with the danger that fluctua¬
tions in the world prices affected the general prosperity of the
country. Thus, the essential dependence of the country upon cocoa
is amply illustrated by the fact that between 1952 and 1958, cocoa
exports as a percentage of total exports varied between 56 and 75
percent. The overvriielming importance of this crop to the exchange
7 See Appendix III.
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economy is clear. Yet the total value of exports shows no marked
upward trend.
The fact that Ghana is an agricultural country and owes so
much to her farmers does not mean, however, that she should forever
remain an agricultural country, or that her farmers shotild continue
the burden for development. As noted earlier, the further growth
of the economy and the achievement of stability demand that Ghana
be transformed eventually into an industrial country. The trans¬
ition, during the decades ahead, will depend on the rate of growth
in agricialture (especially the cocoa crop) which will condition and
dictate the pace and growth of the whole economy. Meanwhile, let
us look at the export earnings and its potential for the economic
development.
Elt’ORT EARNINGS AND ECONOMIC DEVELOPMENT
In most developing countries, the availability of imported
goods is not only a determinant of the rate of economic growth, but
also one of the principal limiting factors. To a large extent, the
ability to obtain the reqiiisite imports depends on the flow of foreign
exchange generated by exports. In few years since the Second
World War the developing co\mtries as a group have earned sufficient
foreign exchange from their exports to finance their merchandise im¬
ports. Their combined deficit on merchandise account has, on the
contrary, tended to increase a widespread imposition of various fcrms
of import control. By the early nineteen sixties, it was running
9
at over two billion dollars a year.
The high degree of economic dependence of the developing countries
on their traditional exports of a limited range of primary products
shotild be lessened by progressive development and diversification of
their economies. Meanwhile, however, the very process of economic
growth and diversification will continue to depend in a large measure
on the possibilities of expanding earnings of foreign exchange from
these same traditional exports for which the outlook in major markets
is indifferent, or poor. These traditional exports of primary pro¬
ducts, predominantly of agricultiiral origin, account for no less than
90 percent of the combined foreign exchange earnings, from their total
exports with the rest of the world, as seen in Table 3«
Moreover, primary export earnings accomt for about 70 percent
of all foreign exchange in flows, including aid and other net long¬
term capital transfers, from the rest of the world to developing
countries as a whole.
It does not take much arithmetic, in the light of these figures,
to see that even on very optimistic assmptions for large percentage
expansions of earnings, or savings, of foreign exchange ainder any item
other than primary export earnings, the main burden as a provider of
external purchasing power will continue to fall on the agricviltural
export sector, and in Ghana's case, on cocoa. (See Table U.)
O
Trade and Development, Vo.III: Commodity Trade (New York:
United Nations, 196ii), p.3.
TABLE 3
EXPORTS FROM DEVELOPING COUNTRIES TO THE REST OF THE














(food and raw materials) 10.9 Sh 60 83
Non-agricultural raw
materials 2.3 11 13 17
Petroleum 5.0 25 27
All Primary Commidities 18.2 90 100 100
Manufacturers 2.1 10 - -
All Eaqports from Developing
Countries to the Rest of
the World, of which:
To Developed Countries 19.2 95 91: 92
To Centrally-planned
Countries 1.1 5 6 8




AGRICULTURAL EXPORT AS A PERCENTAGE OF TOTAL EXPORT: SELECTED




as % of Total
Merchandise Export
Export of Listed
Products as % of
Total Merchandise
Africa:
Ghana 80 66 Cocoa
Nigeria 88 66 Cocoa, ground¬
nuts, palm-oil
Asia:
Burma 9k 69 Rice
Ceylon 98 82 Tea, Rubber
Theiiland 80 66 Rice, rubber
Latin America:
Brazil 90 6U Coffee, cocoa
Costa Rica 91 80 Coffee, bananai
Panama 9U 71 Bananas
Source; FAO Commodity Policy Section and Trade and Price Analysis
Branch. World Agricultural Commodity Trade, Table 2, p.l75*
THE "PRICE SQUEEZE"
To reduce economic dependence means a country must by her own
momentum acquire a propensity to invest in development of home
market. For Ghana, foreign trade becomes relevant for it facilitates
investment for the home market which also stimulates domestic pro¬
duction. There is, therefore, a close relationship between the
growth of exports and markets and the growth of internal economy.
11
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Foreign exchange reserves derived from sale of exports, has
been initially a significant contribution to economic development
and industrialization. Ji’om the end of World War II to the present,
however, fluctuations in prices and volume of exports of primary com¬
modities and, consequently, very sharp variations in the proceeds of
such exports have been a major cause of instability of foreign exchange
earnings of nearly all developing countries, including Ghana.
TABLE 5
INDEX OF ffiOCEEDS OF CHIEF STABLE EXPORTS OF SELECTED











19U9 76 9U 82 165
1950 119 132 275 22k
1951 lli3 1U5 135 hSh
1952 125 112 106 285
1953 133 103 152 360
Source: Calculated on the basis of data contained in the United
Nations Monthly Biilletin of Statistics.
This extreme oscillation of primary commodity prices do havoc
to the development of primary producers, for the lack of stability
in export proceeds seriously impedes implementation of development
plans based on substantial imports of capital goods.
Even more dangerous for economic development of Giiana and
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de'vreloping coimtries (as producers and exporters of primary commodi¬
ties) is the fact that the share of such products in total world ex¬
ports has steadily declined since the end of World War II. Their
share of world trade in 19ii8 amoimting to 38 percent fell to 36 per¬
cent in 1953» and to 31 percent in 1959
The terms of trade which determines the relationship between
the prices of exports and imports has deteriorated for primary pro¬
ducers as shown in Table 6.
TABLE 6
INDEX OF TERMS OF TRADE OF DEVELOPING COUNTRIES




Source: United Nations Monthly Bulletin of Statistics, April,
1961, p.x.
While the course of economic development is strongly determined
by domestic policies pursued and potential exports, it is still es¬
sential that the international framework in which it takes place
becomes even more iuqportant. For the past decade, the economic
development of developing countries has been one of the most in^jortant
problems in the field of international economic policy.
^ U.N.International Compensation for Fluctuation in Commodity
Trade (New York; United Nations, 196l), p.lO.
THE PROBLEM
To pay for imports required for development programs, Ghana
and the world's developing countries will need a steady increase in
their foreign exchange holdings. In the past decade, however, their
share of total world trade declined, their export earnings failed
to keep pace with iii?)ort costs, and much of the foreign aid received
was cancelled out by falling commodity prices. The ability to im¬
port machinery and other goods needed for economic and social devel¬
opment is reduced by the "price squeeze" in world trade.
The economy of Ghana is tied up with cocoa, the main agricultur¬
al product of the country. From 19li8 to 1959, with the average world
cocoa price of /250 per ton, ejqports earnings increased and the
country was able to finance a rapid rate of economic growth and social
development. However, by 1962, the world price of cocoa had slumped
to /I70 per ton, and by 1965, a rock bottom price of /Jk per ton was
attained. This downward trend in the world price of cocoa adverse¬
ly affected Ghana's foreign earnings, and the rate of the domestic
economic growth and development.^^
In light of the foregoing discussions, this paper will invest¬
igate world production of cocoa, the market behavior and its impact
on Ghana's economic development.
Statement of the Problem.— These specific areas will be
treated;
In Chapter Two, an attempt will be made to investigate the
10
The Ghanaian Times, February 2U, 196?, p.l3, col.3
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beginnings of Ghana's present economic structure. This will call
for an examination of the impact of the colonial rule and the emergence
of the dual economic structure.
Chapter Three will deal with the cocoa industiy as the main
economic backbone of Ghana, and the contribution the industry has made
to Ghana's economic and social development.
Chapter Four will deal with world production, trade and con¬
sumption of cocoa in post-¥orld War II years. Since this chapter
is the core of the problem, investigation will concern determinants
of demand and supply in order to find out the causes of the cocoa
price problem.
Chapter Five will cover the impact of the price situation on
Ghana's export earnings, balance of payments, and domestic economic
development.
Chapter Six, the conclusion, will contain my observations and
recomnffindations
CHAPTER II
REVIEW OF GHANA'S ECONCMIG BACKGROUND
1850-1939
Economic Basis of British Rule
The bond of l8uii was the beginning of British rule in Ghana
and by the end of the nineteenth century, Britain had extended her
hegemony over Ghana. Ghana, for all practical purposes, was an
economic and political dependency. Ghana was considered to be of
economic value since: (1) it could produce tropical commodities in
demand in British marketsj (2) it possessed considerable mineral
deposits of gold, diamonds, battxite, and manganese; (3) it could
provide an expanding market for British manufactured goods, especial¬
ly cotton textiles.
This situation was the climax of a gradual development which
had begun with the Industrial Revolution and which led to mercantil¬
ism and imperialism.^ As Britain and Western Europe expanded in¬
dustrial production and the purchasing power of their population in¬
creased, their requirements for raw materials as well as exotic food¬
stuffs expanded. Measures were taken to secure these supplies at
lowest possible costs. 'Thus, the foundations of Ghana's present
economic structure were laid during the last decade of the nineteenth
^ T. Walker Wallbank and A. M. Taylor, Civilization Past and




century and the first decade of the twentieth century. This was
the period when the export economy of the forest belt of Ghana was
developed and transformed. Prior to this, the country's export trade
was based on naturally growing forest produce such as palm fruits,
palm kernels, kola-nuts, wild rubber and timber.^
The Introduction of Cocoa Industry
This overall picture of the economic situation, basically
agricultural, gave way to an unhealthy concentration on a single,
easily grown, and highly popular cocoa crop. Cocoa seedlings had
been introduced into Ghana first by the Basel Missionaries in 1859,
k
from Surinam, however, it was a Ghanaian, Tete Quashie,whose return
from an island in West Africa, Fernando Po, that brought in large-
scale seedlings in 1879* The cultivation of these seedlings attract¬
ed Ghanaian imitators; and since cocoa takes four to five years to
bear fruits on a virgin land, there may be a direct link with the
first recorded export of 121 pounds of cocoa in 1885 to Tete Quashie's
achievement.
Annual totals of cocoa exported was 13 tons in 1895J ten years
later it had crept up to more than 5>000 tons; and by 1911, with near¬
ly U0,000 tons, Ghana was the world's leading producer.^ Between
2
R. Szereszewki, Structural Change in the Economy of Ghana,
1891-1911 (London; Weidenfeld & Nicolson, 1967), p.67.
^ See Appendix I for the commodities mentioned.
^ West Africa, March 2, 1929s article by Preiswerk-Imhalf.
^ See Appendix I (Annual Quantity of Cocoa Exports).
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1902 and 1911 world production and consumption had doubled, but
whereas many other growing countries depended on European management
and capital, the enterprise in Ghana was a unique example of indigenous
industry, which by 1925, provided nearly Uii percent of the total world
cocoa export.
The industry grew rapidly, as the establishment of a farm re¬
quires little more than the clearing of the forest and planting of
trees. But in contrast to growers of South America and the West
Indies, the Ghanaian farmer neglected drainage, forking, pruning,
disease control and provision of sufficient shade trees.
With rapidly expanding markets in Europe and America during the
first quarter of the twentieth century, success came to the Ghana
cocoa farmer. The figures in Table 7 show these leaps forward.
Problems of the Cocoa Industry
In spite of the rapid development, however, the situation
of the cocoa farmer wgs not as favorable as it should have been. The
finances of the industry were poorly organized with the resTilt that
the majority of the growers were deeply in debt to money-lenders with
little hope of ever being able to pay. These money-lenders were
brokers for the European firms. They were given money by the European
firms as advances which guaranteed that the pending season's crop would
be supplied to the particular firm in question. The farmer got into
debt if, owing to had weather, disease, or price fluctuations, he was
^ In 1911, the second largest producer of cocoa was Ecuador
with 39,000 tons.
TABLE 7












Source: Gold Coast; Handbook











unable to make good the advance received.
With the ejtpansion of the industry, hired migrant labor from the
countries north and west of Ghana was also employed. This led to
non-working absentee owners, who left the farms to managers relying
entirely on paid labor. Land became valuable and unscrupulous local
chiefs enriched themselves by selling tribal communal lands contrary
to customary native law. The change from communal right of occupancy




With these new conditions, the need for cash increased. The
farmer had to buy land, pay wages for hired labor, and support his
family. In many cases the older practice of growing local subsistence
crops was so neglected that partial reliance on in^jorted canned foods
from England became increasingly common.
Added to the difficulties of uncertain land title, obtaining
advances on crcps, ever-increasing debt, technical know-how, was
the marketing of the commodity. Thirteen European finns controlled
purchases and several times Ghanaian farmers united in hold-ups
7
against price agreements of these companies. Some of these companies
controlled also the bulk of imports and retail stores.
After the most serious and prolonged boycott — that of 1937-38 ~
the Colonial Secretary sent a British parliamentary committee to invest¬
igate the entire cocoa situation. Until this time the British govern¬
or took no action.
The most serious threat to the cocoa industry, however, began
in the 1930's with a rapid increase of disease affecting the cocoa
trees, particularly the ’’swollen shoot" disease. A visiting agri-
ciiLturist remarked sharply; "The Gold Coast, with the largest cocoa
industry in the world, is still [contends^ with the present and is
taking no steps to safeguard the future." Two years later, the
West African Cocoa Aesearch Institute was set up, and became a center
for intensive work on cocoa disease.
W. H. Grey, Legislative Council Minutes, November 6, 1911,
cited in David Kimhle, Political History of Ghana, 1850-1928, p.3U.
Q
F. A. Stockdale, Report on his visit to Gold Coast,





Yield of Export Duty
(/ooo)
1918 66 1,797 131
1919 176 8,279 i;i9
1920 125 10,056 580
1921 133 l;,76i; 622
1922 159 5,8ia 6i;6
1923 198 6,567 U6l
1921; 223 7,250 368
1925 218 8,222 255
1926 231 9,181 26k
1927 210 11,728 2h$
1928 225 11,230 263
Source; D. Kimble Political Higtory of Ghana, 18^0-1928 , p.52»
direction by employing European of ficers., .vrith no special
business experience in these markets other than the academic
training for their culture. ¥e ask a special commissioner
with business experience..,to find a way of adding to the
wealth of the country in addition to the cocoa they now
ciiltivate .5'
^ Gold Coast. Papers relating to the Petition of the Delegation
from the Gold Coast (Sessional Papers No.11 of 193U)«
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Despite the mutual suspicion and conflicts between the producers
and the European buyers, and despite the wasteful economics of imperfect
competition, cocoa had during this period succeeded in becoming the
mainstay of Ghana's economy. With the phenomenal increase in the
tonnage exported, cocoa export duty, imposed to finance roads and
railways, yielded revenue which created unforeseen windfalls that
made considerable difference to the planned economy. (See Table 8).
Failure to Diversify Agriculture
Effectively
Fearful for an unbalanced production and the concentration on
cocoa faming, the Colonial government encouraged an increase and more
efficient production of palm-oil products. The former wild rubber
industry, which since 1919 had been neglected, was revived; while
experiments were made in bringing new tropical products to Ghana.
In 193U, the production of bananas for export was begun, and three jears
later 59»000 bunches were exported. This industry was a demanding
one, however, and the farmers preferred the easier cocoa cultivation.
Citrus fruits, grapefruits and lime were introduced. By 1938, some
2,000 tons of copra from the coco-nut industry were produced.
The efforts of the Colonial government to improve agriculture
were not sufficient, and Ghanaian leaders, conscious of the problem
of a one-crop economy in 193U petitioned the London Colonial Office
and referred to this points
In regard to banana, the cotton plant, lime, etc., the
government has made certain installments towards improving
and popularizing their culture, but the money votedfor
these has been niggardly, or... extended in the wrong
23
Foreign Capital and Mineral Development
In the late nineteenth century, British and European capital be¬
gan developing mines, and by the end of the 1930's some remarkable
progress had been made as is shown in Table 9«
TABLE 9
MINERAL EXPORT FIGURES, 1937
Mineral Quantity Value
Gold five ounces / 3,910,757
Diamonds 1,577,661 carats 6U8,057
Manganese 527,036 tons 1,025,091
Total ./ 5,583,905
Source; Gold Coast; Annual Report, 1937» P«50»
Ghana in 1937 ranked third producer in the world for diamonds
and for manganese. The bauxite deposits, estimated at some 229,000,000
tons, are among the largest known to exist, though the lack of hydro¬
electric power did not allow for exploitation until March, 19^7•
In 18914., the British administration had failed to gain control
of mining concessions; and European companies had gained easy rights
to the mines, paying very low rents with no provision for royalties.
When Ghanaians asked the Concession Ordinance to be changed so as
to ensure a percentage of profits to the landowners, the government
refused on the grounds that such a measure would jeopardize further
development. When Ghanaian members in the Legislative Council asked
2h
for a compulsory royalty system, Governor Hodson stated;
I feel sure it would be a shortsighted and extremely harmf\iL
policy for the government to interfere in a matter of
this sort, because capital is very sensitive and it might
have the effect of driving it away to other parts of the
world.
In spite of exports amounting to /5«6 million in a single year,
the mines remained with no levy on their exports until 19J!ii|. All
income taxes were paidwithin Ehgland itself. Since the wages the
mining companies paid to Ghanaian labor only amounted during these
years to an annual sum of between /900,000 and /l,00C,0CX3, and since
the highest yearly limit of taxation was /100,000, it is evident that
the bulk of mining profits went to Europe rather than remain in
Ghana.
The following excerpt gives an example of a Ghanaian's opinion
on this matter;
It shoxild be the duty of a trustee governmsnt to see that the
exploitation of minerals, while giving reasonable profits to
shareholders, must contribute substantially to the increase
of the revenue of the country in which the mineral is ex¬
ploited. The large dividends paid by mining companies in
recent years, show that they cotild shoulder more taxation
without normal enterprise being discouraged, particxilarly when
it is remembered that conditions of taxation and mining prospects
in rival countries like South Africa and Australia are not as
favorable as those in the Gold Coast.
The historical importance of mining in Ghana's economy is great.
10 Gold Coast; Legislative Council, Debates (I939)>lssue No.l, p.TU.
^ The Ghana government charged mining coiqsanies 5 percent roy¬
alty on gold premium and 6^ percent ad valorem tax on diamonds. See
Gold Coast; Handbook, 1937, p.3U3«
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M. Duwuona, "Economic and Social Development of the Gold
Coast," Gold Coast Future, 1936, p.26.
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It was the introduction of modern, capital-intensive mining techniques
in the late nineteenth century and on into the twentieth century
which, perhaps, represented the major breakthrough for an economy
entirely agricultural.
The mineral wealth of Ghana has always been known to be consider¬
able and has been one of the greatest attractions for foreign capital.
During the last sixty years a mining industry has been created which
now occupies an important place in the economy as an employer of
labor, earner of foreign exchange and as a contributor to the revenue
of the central government. In 1962, mineral exports from Ghana were
/G2ij..76 million, equivalent to 21.6 percent of total exports.
Ihiring the last decade, however, this sector of the economy has
become relatively stagnant. Both as contributor to Gross Domestic ^
Product and as an employer of IdDor, it is becoming less important.
Yet evidence proves that the declining performance is not the resialt
of any lack of potentisuL of workable mineral resources, but inadequate
exploration and exploitation of the available resources. The follow¬
ing table explains these facts (see Table 10).
Development of Dommunications
By 1890, with the increasing importance of mining, as well as
cash crqps and timber exploitation, there was a new, urgent, demand
for efficient transport system. Petitions from European merchants
and Ghanaians to the Colonial Office in London enphasized the need
for this. In I898, the construction of a single-line track from
Sekondi commenced, reaching Tarkwa in 1901. This reduced the cost
TABLE 10
EXPORT OF MINERALS FROM GHANA — Value in /G Million
1952 1953 1951; 1955 1956 1957 1958 1959 I960 1961 1962
Gold 9.21; 9.i;5 9.82 9.01; 7.US 9.79 10.59 11.19 11.07 10.75 11.25
Manganese 8,38 8.72 5.11 5.19 7.0U 8.98 8.6U 6.78 6.38 6.02 5.U2
Diamonds 5.ii0 3.92 1;.27 5.53 7.92 8.97 8.66 8.66 9.8U 7.15 7.i;2
Bauxite .13 .20 .31 .20 .33 .U5 .53 .37 .56 .U6 .67
Total 23.09 22.29 19.51 19.96 22.77 28.19 28.U2 27.00 27.85 2U.38 2U.76
— Quantities in 000 Units
Gold (oz.) 701; 733 788 723 599 788 852 902 893 969 9U5
Manganese
(tons) 79h 7l;6 Ul;7 51;0 636 6U1 513 527 5U7 385 U6U
Diamonds
(carats)
2,136 2,160 2,125 2,280 2,520 2,928 3,276 3,120 3,276 2,856 3,327
Bauxite
(tons)
71; 115 176 116 138 186 207 1U7 22U 195 286
Source: Ghana: 7-Year Development Plan, 1963/61; - 1969/7O, p.ll2.
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of gold production and influenced the mining boom. By the end of
1902, the line had reached Obuasi, a gold mining towny in December,
1903, the first train arrived in Kumasi. The rapid growth in pas¬
senger traffic, and the reduction in transport time and costs, were
13
remarkable.
The rapid development of both mining and railways and roads
brought a considerable inflow of capital, and also encouraged a general
increase in imports which rose by about A,COO,CXX) annually between
1898 and 1902.
A rail link between Kumasi and Accra started in I90I could not
be completed because of the outbreak of I'forld Mar I, and had to be
undertaken later on in Guggisberg's 1919/1928 Ten-Year Development
Plan.
Both the central government and local initiatives helped to
build a network of trade roads which linked all important commercial
towns.
Between 1919 and 1928, the government spent tiie following sums
on communications (see Table 11).
Summary
During the nineteenth century economic development overflowed
from Britain and Europe into Ghana by means of international trade.
The traders brought new ideas, new tastes, \diich stimulated efforts,
and new techniques, which stimulated innovation. Additional income
was generated, and though much was taken as profits, much remained
13
Department Reports, Transport, 1903, and Government Railways,
1901;.
TABLE 11







Harbor / 2,000,000 / 1,840,000 / 3,551,000
Railways li;,58l,000 6,076,000 5,9ii8,000
Roads 1,000,000 750,000 1,619,000
Totals / 17,581,000 / 8,666,000 / 11,118,000
Source; D» Kimble, Political History of Chana, 15^0-1928, p.56»
behind not merely to add to local consximption, but also to ilnance
ports, railways, electric power, water, and other public utilitiesj
and also indirectly through taxation to finance schools, hospitals,
public administration and services.
This process, though beneficial, generated increasing resentment
of the fact that the country's economic development depended on the
pace set in Britain and in Europe.
The economy of Ghana, insofar as it was integrated with British
metropolitan economy, was entirely subordinated to the industrialized
West which was the dynamic factor of the world economy. Through
their demand and investment they directed the course of development
towards satisfying their own requirements and not those of Ghana.
Thus, all investment in Ghana was directed towards foreign




Little or no British investment was made in manufacturing in¬
dustries that would cater for domestic markets of Ghana. This
reluctance for foreign capital to finance industrialization and diversi¬
fication was due to the unwillingness of Colonial governments to
develop in the colonies industries that would restrict the export
market of the metropolitan producers. This policy had been held
responsible fot the lopsided development and built-in instability
of Ghana’s economy which is entirely dependent on exports to the
world market.
The Youth Conference assembled at Cape Coast in 1938 passed the
following resolution:
Be it resolved...that the system of trade and commerce
obtaining in this country by which its natural wealth is
exploited...for the benefit of the foreigner at the
expense of the native is dangerous to the economic stability
and permanence of the people...and this conference recommends
that the matter be brought to the notice and attention of
the Natural Rulers (Chiefs) with a view to their taking
suitable action...by means of a national fund....^5
Ghanaian members of the Legislature had expressed the opinion
that it was the fear of harming British exports that deferred the
Colonial government from allowing manufacturing to develop and
remarked:
Now, your Excellency, as industries are the mainstay of any
coTontry.. .1 emphasize the necessity of fostering native
industries such as soap, salt, tobacco, sugar, rice, pottery,
cloth weaving, fishing...to establish good internal trade
in this country. "Why should craufts...give way for a foreign
cargo? Home weaving with all its beauty...make way for
Manchester and Japanese goods? ... are we to understand that
I’d
Gold Coast Youth Conference,
Fund (Accra, 1938), p.lO.
First Steps towards a National
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our Agriculture Department is incapable of helping us to
produce locally the articles mentioned...? Surely they are
capable, unless, in order to protect European trade, it is
not intended to help us to develop economically. It may be
contested that this is a misconception, but I say. Sir, that
this is whaj^^really exists in the minds of the people of this
country....
Moreover, the terms of trade was favorable to the British traders
who exchanged manufactured products by their high-wage labor with
products involving low-cost plantation and mining labor, virgin soil
and vast mineral resources.
It is true, though, that roads and railway systems established
the basis for further economic progress, in general, however, what
development could be achieved during the early Colonial period was
unbalanced, and did not put the economy as a whole on the road to
modernization.
The main characteristic of Ghana's early Colonial economic
structure was the prevalence of a dual system. On one hand were
export industries, integrated into world economy, relatively modern¬
ized and producing for competitive markets and standing to benefit
from an adequate capital supply, and on the other hand, was the sub¬
sistence sector, the great hulk of the country's economy-traditional
agriculture and crafts — undeveloped ana with poor marketing systems.
Between the two sectors, the social and political structure of
Ghana was dominated by the British. The British Colonial policy was
to effect those changes that were only absolutely necessary to achieve
her economic goals. Therefore, the emphasis on maintaining law and
16
Gold Coast; Legislative Council, Debates (1939)> p.1^5*
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order through a system of ’’indirect mle" and the adoption of ’’the
principle of least effort," the British colonial policy was apt to
meet the least resistance.
All existing opportunities for development were taken by outside
forces, foreign capital and entrepreneurs.
CHAPTER III
COCOA AS THE MAJOR ECONOMIC BASE OF GHANA
The previous chapter has shown the emergency of the cocoa industry
as the major sector of the export economy of Ghana. Between 1955
and 1961, cocoa accounted for an average of 13*7 percent of the Gross
Domestic Product at constant prices. Payments to the cocoa farmers
by the Ghana Cocoa Marketing Board constitute a greater part of the
total private incomes. From 195U/5 to 1961/2 crop year, an average
of 8.6 percent of GDP at current prices had been paid to farmers. About
50 to 67 percent of the nations export earnings come from cocoa
export sales. The major source of government revenue is derived
from taxes on cocoa. Above all, since 1911> Ghana has been the only
world's largest producer of cocoa. In this chapter the importance
of the cocoa industry to the national economy will be dealt with.
Cocoa as an Economic Product
'What lies behind the world demand for raw cocoa is the very fact
of the coii5)osition of the raw bean, which is 55 percent cocoa butter,
and 1|5 percent cocoa powder. Two major products manufactured from
these components are nonfat cocoa powder, used as a beverage and as
a flavoring, and chocolate, requiring large quantities of butter con¬
tent. Supplementary supplies of cocoa butter are constantly needed
by chocolate manufacturers, therefore, all the processing firms pro¬
duce both powder and chocolate.
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Cocoa grown in Ghana is an ordinary type which has a reputation
for \inifomiity and quality. "Accra” or "Ghana" cocoa is a term used
in the cocoa trade denoting a standard quality of the Amelonado var¬
iety grown in Ghana. In recent years, however, Amazoniaua and hybrid
seedlings, introduced because of their hardier and higher yielding,
will affect the uniformity in the future.
Resources Involved in Cocoa Industry
In March 196ii, the Ghana Ministry of Agriculture published the
following information about the acreage of cocoa under cultivation
(See Table 12)
TABLE 12








The Advance Report of the I960 Population Census reported the
number of people engaged in cocoa cultivation to be as follows (see
Table 13):
TABLE 13
NUMBER ENGAGED IN COCOA GROWING BY SEX AND
REGION, I960
Male Female Total
Western 81,920 35,760 117,680
Accra* 1,UOO 220 1,620
Eastern 73,960 3U,300 108,260
Volta 33,710 10,360 Uii,070
Ashanti 112,960 uu,910 157,870
Brong-Ahafo 69,670 22,780 92,ii50
Northern* 380 20 Uoo
Whole Country 37li,000 li;8,350 522,350
Source; I960 Census of Population; Advanced Report, adapted from
Tables 32, hZ and 50
* These figures relate to people who engaged in cocoa cultivation in
a region other than the one in which they were enumerated.
The amount of labor engaged in cocoa cultivation can further
be broken down in the categories shown in Table lU, according to
specialization.
In i960, the cocoa industry employed about 20 percent of the
total labor force of Ghana.^ The figures in Table lU reveal that the
cocoa industry is run by those who own the farms with the assistance
of their families. The use of outside labor is rather limited,
since, for every laborer and caretaker there are four farmers and
1 The total labor force in I960, according to Census Advance
Reports was 2,561,OUO (see pp.U3>-iU;» il-7).
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TABLE Ik
CATEGORIES OF COCOA LABOR, I960
Male Female Total
Cocoa Farmers** 235,280 77,230 312,510
Caretakers*** i;7,UlO 2,670 50,080
Family workers 26,850 63,990 90,81^0
Laborers and other
Employees 64,U60 U,U6o 68,920
Total 37U,000 1U8,350 522,350
Source; i960 Census of Population: Advanded Report, adapted from
Tables 32, k2 and 50.
•«* Recorded in census as Employers and Self-Employed.
Included are sharecroppers and also relatives put in charge of
farms by the owners.
and family workers. The cocoa industry attracted a number of mi¬
grant laborers from Ghana's neighboring countries annually.
About 22 percent of the labor force in agric^ture, including
cocoa cTiltivation, are international migrants from West African
2
countries. 'Hie cocoa, mining, and constioiction industries together
create conditions in Ghana that make a veiy high degree of geographical
mobility into Ghana.
If the value of the country's cocoa trees is counted as part of
the national fixed capital resources, then, the cocoa industry alone
2 .
W. Birmingham, et al, A Study bf Goatomporary Ohang., Vol.l,
The Economy of Ghana (Evanstoni^NUP* 1966),':pp»131-36.
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would account for one third. On the other hand, if the cocoa trees
are excluded, very little capital is needed. Conventional or pur¬
chased capital the industry employs are cocoa sheds, handling equip¬
ments, insecticide sprays, plucking implements, cutlasses, drying
m
mats and boxes. Of the total national stock of /G 1,16U million,
-j^G 361 million was the value of cocoa farms to the economy.^
Cocoa, Exports and the Money Econony
According to Table 15, the description of the historical devel¬
opment of cocoa production in Ghana falls into three periods. The
records show a rapid growth of the industry during the first
quarter of this centuryj then production was stabilized at an output
of 230,000 tons (excluding the World War II years) up to the end of
the 1950'sj and then the third period of rising production after 19b0.
Alongside the development of cocoa was the increase in foreign
trade and money per head of population. In 1912, a total of /7,ijii8,000
foreign trade gave each of the 1.5 million inhabitants /^per head.
In 1950, however, total trade of /15U,663,000 with a population of U.l
million gave each inhabitant nearly /38.^
By 1927, cocoa, at /11.7 million accounted for 83 percent. The
record export was in 1936, when Ghana exported h3 percent of the world
supply of cocoa. In the depression, cocoa prices were low, but with
the sq)preciation in gold prices Ghana's gold production increased.
But even so, in 1936, cocoa esq^ort worth / 7.7 million accounted for
^ It)id., p.102-05.
^
For Ghana's Trade and Finance Statistics, 1900-1936, see
Tables 78-79 of Frankel's Capital Investment in Africa. After 1936,
sources are annual series of Colonial Reports on Gold Coast (London;
HMSO).
TABLE 15
EXPORT OF RAW COCOA BEANS, 1900-62
Period Annual Average Period Annual Average
1900 - Oil 2,261 tons 1935-39 272,037 tons
1905-09 11,27b 19li0-iili 191,386
I9IO-II1 1i0,889 19li5-ii9 229,337
1915-19 96,583 1950-51; 231,9ii3
I92O-2I1 167,653 1955-69 229,607
1925-29 22ii,i|09 1960-62 375,333
I93O-3I1 226,962
Source: Ministry of Agriculture: Economic Surveys
63 percent of exports, compared with gold exports of / 3-05 million
accoiuiting for 25 percent.
In immediate postwar years, a decline in cocoa production due to
the "swollen shoot," has been more than offset by increases in world
prices for cocoa; in 1950, exports of cocoa totaled 267,000 tons and
were sold for / 5U.6 million (about 72 percent of total exports).^
This spread and success of cocoa as an export crop produced by
Ghanaian farmers on their own farms have involved the rspid develop-
^ Colonial Reports: Gold Coast, 19^0 (London: HMSO, 1952) p.l5»
During 19U9/50 cocoa season, the average selling price of cocoa in
London was / 178 per ton. Since 1950, prices have been higher as
follows: 1950/51, / 268; 1951/52, / 2l;5; 1952/53, / 231; 1953/5U,




ment of a money economy throughout Ghana. The new wealth and changes
brought by it are not confined to the forest zone alone, but the in¬
habitants in the Savanna zone in the north are attracted by the wages
gained as cocoa farm laborers or in other economic activities derived
to a greater or lesser extent from the success of cocoa.
The Guggisberg Ten-Year Development, 1919-28
Reference has been made to how the British made little outstanding
economic development in the late nineteenth century in Ghana. But
the situation began to change with the growing needs of the British
metropolitan economic system, exemplified by British Prime Minister,
Joseph Chamberlain's policy of developing the overseas "estates."
The demand for cocoa and the recognition that Ghana possessed
a satisfactory environment for its growth began to change the whole
economic position of Ghana vis-a-vis international trade. Gordon
'^ggisberg assumed office as Governor in 1919} the desire to open
up the interior and the increasing rate of cocoa production stimulated
the construction of more efficient communications, harbor, and public
works and services. ■‘•'he time was ripe for considerable increase in
public expenditure and this led to the drawing up of his Ten-Year Devel¬
opment Program.
An indication of the pre-plan period and the rise in trade and
revenue that took place can be seen from Tables 16 and 1?.
The plan as seen from the tables was drawn up at a time of grow¬
ing prosperity when demands were vocal for initiation of much needed
^ See Appendix III, Table 1 for percentage of cocoa earnings
paid to farmers, 19U7 to I96I.
TABLE 16
AVERAGE ANNUAL VALUE OF TRADE, 1899-1926
Period Imports Exports Total
1899 - 1905 / 1,505,U28 / 787,1U3 / 2,292,571
1906 - 1912 2,3ii6,286 1,683,857 li,030,ll;3
1913 - 1919 U,127,857 U, 353,286 8,i;8l,ll;3
1920 - 1926 8,5U5,286 8,691;, 857 17,2i;0,l]43
Source: Gold Uoast: Legislative Council, Debates, 1927, p.29.
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1899 - 1905 / 575,570 / i;26,235 / 30,761; / 1;56,999 A2l,57i
1906 - 1912 893,805 670,755 79,656 750,1IL1 lh3»39k
1913 - 1919 1,635,650 1,222,765 166,913 1,389,678 21;5,972
1920 - 1927 3,829,705 2,951;, 351; la8,267 3,372,621 1;57,081;
Source; Gold Coast; Legislative Cotincil, Debate, 1928, p»176
* The postwar figures are given in order to show the expansion that
took place during Guggisberg's administration.
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public works. Guggisberg, influenced by the postwar mood, had
returned from England with a zeal not only to develop trade but also
to improve the standard of living of the people. He had inherited
many advantages over his predecessors with large surplus balance of
/ l,6l2,OCO at the end of 1919•
The plan visualized rapid economic expansion and public works'
development over a ten-year period divided into two phases of fbur
and six years having a total expenditure of / 2U»000,000. Ten items
were listed in a construction schedule. The first phase included
items which could be carried out with a loan of / U million and with
annual contribution of ^ 600,000 from revenue. The second phase,
which depended on the result of the first, was planned to total
/ 18 million, (See Table l8.)
A variety of factors affected the operation of the original plan
and significant adjustments were made concerning the total estimated
expenditure as seen in the table.
The plan indicated the development priorities of the colonial
economy in the 1920's, The main object was to make the colony a more
efficient producer or raw mateirials. Yet, by no means, it represented
a watershed in the economic life of the country. In essence, it meant
to improve upon and extend the public works' development that preceded it
in order to satisfy trade requirements and thus place the colony in a
better competitive position in the world.
Despite the reduction in the scope of the plan, by the end of
1927, the colony had an up-to-date railway system, a network of roads,
and a nearly completed deep water harbor at Takoradi. Korle Bu
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I Harbor 2,000 1,8U0 3,551
II Railways lU,58l 6,076 5,9ii8
III Roads 1,000 750 1,619
IV Water supplies 1,790 1,208 63k
V Town Improvements & Drainage 1,850 300 7k0
VI Hydravilic & Electric Works 2,000 200 199
VII Public Building (including
Achimota school) 1,100 1,000 2,273
VIII Post and Telegraphs 90 U22 336
IX Maps and Surveys 200 120 200
X Agriculture & forestry - - 252
a. Miscellaneous - 100 225
b, Takoradi Town 669
TOTALS / 2U,611 / 12,076 / 16,6U6
Source: Economic Bulletin of Ghana, Vo.III, No..1, 196U, p.22.
Hospital and eighteen other hospitals had been built and the Prince
of Wales College, Achimota, neared completion. A further reserve
f-und had been established, the average annual revenue of the plan
period was doubled. Average annual trade doubled.
Unfortunately, the world depression of 1930's and the outbreak
Ul
of World War II, were responsible for the slowdown of the rate of
economic growth. Yet, the pace was set for developments that would
take place in post-World War II.
The Ghana Cocoa Marketing Board
Reference has been made to the fact that inadequate marie ting
facilities brought about cocoa hold-ups and refusal to sell to the
European firms because of monopoly pricing. The cocoa-pool of 1937
not only led to the abandonment of cocoa farms but also decreased
both the acquisition of foreign reserves and revenue for the Colonial
government.
During World War II, the British government purchased, under
guarantee, all cocoa in British West Africa through the Produce Control
Board, The experience gained by this board, showed how the cocoa farm-
7
er could be protected.
Thus, in 191+7, with Britain's Labor Party in government, an attempt
was made to insulate the Ghana cocoa farmer from the uncertainties of
the world cocoa market. The Ghana Cocoa Marketing Board was establish-
O
ed as the sole buyer, grader, seller and exporter of cocoa. The CMB
was to buy all domestically produced cocoa at a relatively stable price
and resell it on the world market at an inevitably fluctuating price.
By setting the domestic price lower than the world price, a reserve
fund could be built up which would serve a number of important endsf
it would provide savings which could be used to develop the country's
7 F. M. Bourret, The Gold Coast; Survey of The Gold Coast and
Br.Togoland, 1919-^6 (Palo Alto; Stanford University Press, 19U9, pp.176-78.
® See Ghana CMB at Work, 1+th ed., 1963.
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economy; it would drain off excess purchasing power and thus prevent
inflation; and it would provide a source from which the cocoa pro¬
ducer's income could be maintained in case of a collapse of world
prices. With the high world prices since 19U7> the CMB has built
up a considerable resejrve over and above the income accruing to the
government from cocoa duty, and it has been sble to use these not only
for the benefit of the farmers, in developing schemes and in financing
the replanting of farms devastated by the "swollen shoot" disease,but
also for the community at large, in the form of grants or loans, for
9
the development of transport, education, medical and other services.^
Cocoa and National Development Programs,
19^1-61'
The years following Dr. Nkruitiah's assumption of leadership as
a result of the introduction of the 1951 constitution, were marked
by much social and economic development. Such activities were pos¬
sible because of the accumulation of surplus revenue by the CMB and
because of the high price of cocoa in the world market.^®
9
See Appendix III, Tacles l-ii for these details.
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In 195U, the export duty on cocoa was determined in such a way
that, when the world price was ^ 260 or more per ton f.o.b.Ghana, the
CMB would not receive more than / 180 per ton. In 195U-55> the average
price secured for Ghana's cocoa was / 355 per tm, which was divided
as follows:
/ 175 Export duty to Ghana Government
18 Buying and other expenses of CMB
135 To the farmer
27 Suiplus, to CMB reserves
For the following season, the price paid to the farmer was raised to
/ lii.9 per ton (1955/56).
By September, 1955> the gross CMB surpluses had amounted to / 89-9
million and among the purposes for which the fiinds were lent or given
Ghana was still underdeveloped and the economy was still narrow
in its dependence on cocoa and a limited mineral export. Besides,
the need for disease control and expansion of education, the public
services needed modernization. The principal task before Dr. Nkrumah's
government was to take a greater share of the responsibility to expand
and initiate development over a ten-year period, but for a better
financial position after 1951> it was possible to compress the plan
into a six-year period and to set its goal to about / 100 million.
By 1955, over / 50 million had been spent on agricultural services,
road systems, railways and harbor modernization, power and water sup¬
plies, social services, national universal free primary education
and health services.
S'ollowing Professor W. A. Lewis' report,^ the government set
up two statutory agencies — Industrial Development Corporation
in 1953 and the Agricultural Development Goiporation in 1955.
Lewis report emphasized that priority should be given to improving
and diversifying agriculture to provide the market, the capital and
labor for industrialization. The second priority was the extension
of the basic infrastructure and services so that factories could
fvmction, and the third priority was the necessity to provide a favor¬
able environment to attract foreign private capital.
since 19i;7 were the rehabilitation of swollen shoot areas (/ 9«4
million), harbor and railway expansion (/ 11.3 million). University
of Ghana 2.0 million), educational scholarships (/ 3.0 million),
rural development (/ 1.2 million). For others see Ghana CMB at Work,
iith ed,, pp.31-35, also see Appendix III.
W. A. Lewis, Report on Industirlalization and the Gold Coast
(Accra, 1953). Professor Lewis accepted a two-year term as economic
adviser to the Ghana government in 1957.
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The second phase of the plan concsi-ned improvement in communi¬
cation, expansion of harbor, internal and international air facilities,
building of the Tema harbor, and the investigation of the Volta Hydro¬
electric power project.
Table 19 shows the capital allocation under the First and Second
12
Development Programs.
The bTolk of the finance needed for these undertakings had come
entirely from cocoa through cocoa dutyjrefund by Britain of Ghana's
loans made to her during the war from cocoa sales] existing assets
built up by the (HB;and budget surpluses. The rest of the finance
was from Britain's Colonial Development Fund and loans from bilateral
sources.
TABLE 19
CAPITAL ALLOCATION UNDER THE FIRST AND SECOND PLANS










Resources /G 7.6 /GIO.U /G2U.7
Industry and Trade 5.6 15.U 25.3
Electricity U.i; 7.0 8.8
Communications 35.9 28.7 53.0
Local and Regional govern¬
ment 6.0 9.2 18.9
Education 17.1; 1U.2 27.9
Information and broadcasting 1.2 1.7 2.7
Housing 7.9 7.9 17.0
Health and water supplies 15.0 19.7 U3.7
Police and prisons 2.9 U.8 7.7
Miscellaneous 13.6 7.7 13.7
Contingencies • 6.1 6.8
Totals /G 117.5 /G 132.0 /G 250.0
Source; W. Birmingham,et al, op.cit., p.UU7
chaptb;r IV
FOREIGN TRADE AS RELATED TO COCOA
1950-196ii
So far Ghana's economic structure has been examined. The cocoa
industry, which emerged as the major earner of foreign exchange, has
been a major determinant of Ghana's economic growth and development.
Ghana's economy is therefore dependent on the trends of international
cocoa commodity trade. The purpose of this chapter is to examine
the world cocoa market behavior in order to appraise its present and
future iit^iact on the economy.
Trends in World Cocoa Production
Cocoa's growing habits and its susceptibility to disease con¬
tribute to recurring shortages and the volatility of prices. The
cocoa tree starts yielding when about five years old and does not
attain full production until between the tenth and fifteenth years.
As a result, except for unusually favorable growing conditions, it is
not possible to increase production sizably in a relatively short
time. Low prices because of unbalanced demand-supply relationships
lead to the restriction of new plantings and sometimes to the abandon¬
ment of established ones.
Cocoa is grown exclusively in developing regions and over 90
percent of it is ejq^orted to developed countries either as beans or
in primary process form (cocoa butter, powder and paste).^ Cocoa
Between 1959 and 1961 export of cocoa beans amounted to 885,000
tons annually in addition to 75*000 tons exported in primary processed form.
beans cannot be stored easily and cheaply in the tropical conditions
of the producing co\intries, and since domestic consumption is small,
all must be exported. Therefore variations in the volume of exports
closely reflect those in output. VJhile the annual production varies
according to weather conditions, particularly the volume and timeli¬
ness of rainfall, price changes influence long-term production trends.
High prices tend to stimulate planting. Scientific cultivation as
well as spraying against diseases and pests and more complete harvest¬
ing, have contributed to comparatively high cocoa production in
recent years.
The postwar trend in the volume of cocoa production has been
upward with three distinct phases as seen in Table 20:(l)during the
immediate postwar years, production was generally not very much higher
2
than prewarj (2) in the fifties, production was about 8l8,000 tons
annually reaching a volume of 1,030,000 tons in 1959; and (3) a new
phase began in I960 when new plantings, particularly in West Africa,
came into bearing. Production rose from 1,160,000 tons to 1,630,000
tons in 196U, about 6 percent of I960 output and over 100 percent of
the average output of 760,000 tons between 19U8 and 1952.
Nearly 70 percent of world ejqjort volxime (fomes from West Africa,
maih)jr from Ghana, 38 percent; Nigeria, 16 percent; Ivory Coast and
Cameroons, 7 percent each. Brazil contributes about lU percent;
other South American countries, 6^ percent; Central and North America,
8 percent; and Asia and Oceania combined, 2 percent.
^ U.N.Statistical Year Book, 1965, p.ll9* (Pre-war production
averaged 732,000 tons between 193U and 1939)•
TABLE 20
WORLD COCOA PRODUCTION BY REGIONS, 19i;8-196ii
(in thousand metric tons)
1952 1956 1957 1958 1959 i960 1961 1962 1963 1961+
World 760 901 760 900 1,030 1,160 l,liiO 1,160 1,230 1,630
Africa 500 585 U50 565 660 865 830 855 900 1,195
(Ghana) (253) (268) (210) (260) (322) (U39) (1116) (U28) (U28) (580)
North & Central America 65 75 80 80 85 85 90 95 100 100
South America 190 225 220 21+0 270 195 195 185 200 205
(Brazil) (12U) (168) (1U7) (161+) (178) (163) (156) (11+0) ilkk) (n.a.)
Asia h 6 5 6 6 7 7 7 7 8
Oceania U 7 9 10 11 12 16 18 22 21+
Source; U« N. Statistical Year Book, 1965, p.ll9»
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Trend in World Cocoa Consumption
Cocoa is consigned in cool climates as seen in Table 21.
TABLE 21
WORLD COCOA CONSUMPTION BY REGIONS
(Annual Averages in Thousand Metric Tons )
Percentages in Brackets
Region 193U-1938 1956-1958 1959-1961
Western Europe 273 (ia) 385 (U5) Uo6 (ii3)
Eastem Europe & USSR 70 (10) U9 (6) 80 (9)
North America 255 (38) 299 (35) 323 Oh)
Central America 9 (1) 18 (2) 22 (2)
South America 3k (5) 56 (7) 51 (5)
Asia 9 (1) 18 (2) 27 (3)
Africa 6 (1) 9 (1) 9 (1)
Oceania 11 12) 15 (2) 19 (2)
WORLD TOTAL 667 (100) 81i9 (100) 937 (100)
Source: Review of the World Cocoa Economy, FAO, Rome, 1963) Table 5.
Like producers, there are a few major consuming countries. In
1959-61, two major regions, Western Europe and North America, were
responsible for about 77 percent of total world consumption. There
is, however, a rapid growth in the last few years in consumption by
the Soviet Union and the Eastem European countries, increasing by
60 percent between 1956-58 and 1959-61, but not to the pre-war level.
Comparing 1959-61 with 193li-38, consumption gew rather slowly than
any of the regions. Asia shows the most rapid growth as consumer.
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although starting from a low level with a threefold increase over
pre-war level.^ The two major consuming regions have maintained a
more-or-less constant share of the total consun^tion.
Export of cocoa and cocoa products to Western Europe and North
America expanded by 13 percent and 38 percent respectively during the
ten-year period ending 1959-61 (see Table 22). Per capita consumption
of cocoa and chobolate products in the United States, the largest single
importer of cocoa (about 36 percent) still remains somewhat below the
pre-war level and the upward trend in total consumption is weak. Both
cocoa grindings and to a greater extent, imports of beans, have varied
in response to price. In 1953-1955, shipments of cocoa beans to the
United States were less in volume, though higher in value than in
1950-1952, while in 1961 when prices were down to about 22 cents a pound,
imports for stock appear to have been heavy.^ In Western Europe, how¬
ever, where there is a strong tradition of chocolate eating, higher
income elasticity of demand and less competition of other foods, per
capita consumption of cocoa and chocolate products is still rising
and the trend of imports has been more bouyant.
In the future, consumption growth will depend on consumption in
Eastern Europe and the Soviet Union as well as the low-income countries.
For North America and Wsstern Europe aggregate consumption expansion
will be of slower rate since per capita consumption is already approach¬
ing the saturation level.
3 Growth is attributed greatly to consumption in Japan and since
the 1950's to China.
^ See Moody’s Industrial Manuals, "U.S.Cocoa Import,'* June, 1966,
p.a 6.
TABLE 22




Europe U.S.A. Japan USSR Year
Western
Europe U.S.A. Japan USSR
1953 1.15 1.70 .10 .08 1958 I.IU 1.1+7 .09 .10
195U 1.09 1.U6 .06 .12 1959 1.12 1.56 .11 .11+
1955 1.00 1.U3 .05 .10 I960 1.25 1.59 .11+ .11+
1956 1.18 1.6U .05 .10 1961 1.37 1.73 .21 .18
1957 1.32 1.68 .10 .10
Source : Review of the World Economy of uocoa, op.cit. , 1963.
Determinants of World Demand
The demand for cocoa is derived from the demand of final consumers
for chocolate, drinking chocolate and the other products containing
cocoa. The relationship between changes in the prices for cocoa beans
and changes in demand for cocoa products is a complexity that must
be noted,
A high proportion of world cocoa sales at New York and London
are forward sales. There is a time lag between changes in spot prices
and future prices, thus damping the short-period response of demand
to prices.
The manufacturers of chocolate products nomally carry some stocks
of cocoa eqToivalent to several months' consumption, which further in -
sulates chocolate consumers from short-term changes in cocoa prices.
Pressure to hold retail prices steady by manufacturers may bring about
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a toleration of lower-than-normal margins after a rise in cocoa
prices, in order to recoup themselves when prices fall,
'J^e objective of the above factors is to create low short-term
price elasticities of demand.
For the period 1957-59, the Food and Agriculture Organization
of the United Nations, calculated price elasticities between 0,25
(United States and Canada) and O.U (European Economic Community and
Britain) among the major cocoa consumers,^ Mr, Viton, the secretary
of the FAO Cocoa Study Group, calculated elasticities of 0,5 to 0.6
as typical in high income consuming countries.^
'While the relationship between the price of cocoa beans and fin-
7
ished goods is complicated and the time lags may be considerable,
chocolate prices move in sympathy with secular trends in the world
cocoa prices unless there are some compensatory movements in the
prices of other inputs. Studies of final consumer elasticities
reveal two findings. One study is between 0,6 and 0,8 and the other
Q
0,5 and 1.2,° These prove that when a change in the world cocoa price
transmits itself to the consuming public, their reaction is sharper
than the initial reaction of the manufacturers, thus imposing on the
latter the need for further adjustments.
^ Agriculture Commodities - Projection for 1970, FAO, Rome, 1962,
Table 1.
^ A. Viton, Cocoa; Review of Current Trends in Production, Price
and Oonsumption, FAO, Rome, 1962, p.61.
7
See J. F. Blitz, The Demand for Cocoa; Problems and Prospects,
1957 Cocoa Conference, pp.3-9,
® Viton, op.cit,, p.62.
One form of adjustment has been to reduce the cocoa content of
their output, and has been attempted in three ways;
1. By changing the firm^s product mix away from chocolate in
favor of sugar confectionery or other products.
2. By reducing the cocoa content of chocolate products through
the promotion of filled blocks and other lines with a low
cocoa content.
3. By intensifying the search for substitutes for cocoa butter
and cocoa flavor and raising the proportion of such substitutes
in con^josition of their final products.
These practices were adopted after the sharp rise in world cocoa
prices in 19$h and they exerted a depressing influence on world demand
and prices the years after. The 195U price increases did not initial¬
ly reduce consumption until in 1955 when it fell sharply, but it
recovered in the years following.
Data on the British chocolate industry show that from 1956 to
i960 the output of solid milk and plain chocolate blocks was reduced
in favor of increased production of filled blocks and other cocoa¬
economizing lines.^
The result was that 'vdiile the value of the industry's sales to
the public rose by 16 percent between 1955 and I960, its usage of cocoa
beans in the same period dropped by i; percent. It was not until after
i960 that there were signs of a return to the pre-195U pattern of
output.
In the United States the short supply of cocoa beans in 1958 led
to a price rise which restricted consumption and cocoa consumption
^ Lloyd Owen, The Cocoa and Chocolate Industry in the U.K., 1961,
Cocoa Conference, p.22.
dropped 11 percent. Candy makers who use chocolate and cocoa products
attenpted to offset the increased costs by substittitions and other
economies. Some shifted to compound coatings in which cocoa butter,
the fat constituent of normal coatings, was replaced by vegetable
hard fats. Candy coatings were used on year-round basis, and the
10
weights of candy bars was reduced. Similar measures had been
taken in 195U when cocoa prices rose sharply, leading to United
States' import decline of 9 percent and chocolate consumption decline
of 13 percent.^^
Investigations of income elasticities by Mr. Viton also reveal
that the relationship between incon» and cocoa consumption differ
between countries, partly because of differences in taste, and as a
result two major groups of countries may be identified; (1) the
first group contains most of the major consuming co-untries, and
ranges from low-income consumers such as Portugal and Greece to high-
income consumers such as Holland, West Germai^, Britain and Switzer¬
land. In 1953, income elasticities of between 0,6 for the highest
Income country (Switzerland) and well over 1.0 for the countries at
the bottom of the scale were foundj (3) the second group,including
the wealthiest and the largest cocoa consumer — the United States,
comprising Canada, Sweden, Australia and New Zealand, had a very low
responsiveness of consumption to increases in income, with elasticities
10 Standard and Poor's Industry S\irvey, "Cocoa," June 16, 1966
(Section 2), p.s 28.
Moody's Industrial Manual; Food Products Import and Price
Index, June 1966, p.96.
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of 0.3 to O.U . A more recent study of income elasticities in
1957-9 confirm Viton's investigation. ihis means that above a certain
level of per capita income, the responsiveness of demand to further
increases in income falls sharply and suggests that an absolute ceiling
on per capita consumption might be encountered in high-income cotintries,
given existing tastes.
As regards the responsiveness of consumers' demand for cocoa
products in the low-income countries of Asia, Africa and Latin America,
Viton's 1957-59 data show Latin America with elasticity of 0.6, Asia
(excluding Japan), 0.8, and Africa and the Near East also 0.8. Maxi¬
mum response of consumption to increases in income occurs in countries
with per capita incomes between / 70 and / 150 per annum. At levels
of per capita income below / 35 consumption is nil.
The practical conclusions drawn from this analysis of demand are
as follows:
First, the producing countries cannot look with great confidence
to efforts to keep down the cost and price of cocoa as a way of achiev¬
ing a major expansion of demand. Also, any restrictive monopolistic
agreement between producers would be hazardous, with the element or
risk greater for prices maintained at really high levels than for
prices kept only moderately above the market price.
Second, that economic growth in the countries that are already
Agric\iltural ‘^ommodition - Projections for 1970» op.cit.. Table 1.
In May, 1965, the Cocoa Producers Alliance made a draft pro¬
ducers' agreement to restrict supplies of cocoa on the market which
became operative in 196U-65 crop year. It could not work, and was
called off. (See Gill and Duffus, "Cocoa Market Report," J\ine 16,19614.).
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the major consumers cannot be an indication to provide expansion of
the world market, and that promising prospects lie with the growth in
the lower-income countries. The Soviet Union and the countries of
Eastern Europe have the largest potential market capable of being
tapped.
Third, the in^jortance of tastes suggest the possibility of
creating an expansion of demand through promotional activities in
consuming countries.^^
The records of the postwar suggest that the world cocoa price is
not determined by the free interaction of world demand and supply.
Prices paid to producers in the early 1950's appear to have stimulated
production that the world market in the later years of the period was
characterized by over-supply and falling prices.
The Instability of World Prices; Extent and Causes
of Price Fluctuations
The picture of world cocoa prices has been chronically unstable.
The price movements cannot be blamed on supply variations alone, since
the average fluctuation in supply is less than half the average_fluctua¬
tion price (11.8 as against 25.2 percent).
A complete understanding of the institutional nature of the
world market is necessary. To ensure adequate supply of raw cocoa
in the face of uncertainty, a considerable speculative element enters
The Pan-American Coffee Bureau has successful promotiaaal
activities.
l5 Review of the loiorld Cocoa Economy, op«cit., pp.11-16,
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into the transactions, in which cocoa is sold before shipment, some¬
times as long as twelve months in advance. Through the mediation of
professional speculators forward sales and hedging take place. Buyers
and sellers estimate of the season's supply in relation to demand, the
record of prices in the recent past and the size of stock in relation
to current absorption determine the price at which the forward sales
should be.
During the 1950's forecasts of supply differed from eventual
results and this tended to distort the actual change in supply. A
10 percent change was found to result in a 2h percent change in price
in the opposite direction.
The unreliability of the weather exerts a powerful influence.
Two-thirds of the world supply canes from a single region — West Africa
where similar weather conditions affect supply. When the Ghana crop
failed, Nigeria's and Ivory Coast's also failed. Brazil is the only
independent of conditions in West Africa among the major producers.
One factor that makes speculation difficult is the time lag
between a change in raw cocoa prices and the prices of chocolate pro¬
ducts. Cocoa bean prices may be increasing yet demand by chocolate
manufacturers may increase at the same time as a delayed response to
a fall in the cocoa price six to twelve months earlier.
The post-World War II peak in cocoa prices was set in August,
1954,^^ when prices were 58 cents per pound. Between 1950 and
19b3, world prices for cocoa beans ranged from 21 to 22 cents per
Standard and Poor's Industry Sxirveys, Cocoa, June lb, 1960,
p.528.
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pound. The decline was resumed in 1955 and after a period of some
steadiness in inid-1956, price weakness appeared in 1957* However,
since the West African crop suffered from excessive raiin the price
strength in 1958 was good. Cocoa prices begain to slip ad'ter mid-




The general effect of world market conditions in dsstahilizing
the producers' economies is to shorten time hoid-zons, discourage
long-term investment projects and vitiate economic planning. When
prices rise to a high peak, a strong incentive is created for manufactur¬
ers of cocoa products to search for substitutes, natural or synthetic.
If successful in their search, substitutes may come into use and will
remain in use even when prices return to a more normal level, thus
weakening the long-term demand for cocoa. Ghana is much more dependent
upon cocoa than any other major producer. There are certain forces
at work which do or could moderate the effect of short-term price
changes. There is first the fact that the basic cause of price changes
is instability of supplies} when world supplies drop, prices rise and
when supplies go up prices fall. This means that the impact on export
revenue of price changes is, at least partially, offset by changes in
3l3
the quantity of export in opposite direction.
17 Ibid.
Implications of this for the balance of payments of Ghana
is discussed in the next chapter.
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Another moderating influence exists in the fact that all West
African producers are protected from the vagaries of the world market
through marketing boards. Producer prices could be manipulated in such
a way as to bring a greater degree of constancy in the incomes of the
cocoa community, but in fact the reverse has happened. A policy of
producer price stabilization in the face of varying crops hasdestabilized
19
incomes.
For Ghana, the most obvious way in which world price movements
affect the economy is in their influence on government revenues
and hence on budgetary balances. A large part of total revenue is
derived from cocoa, and in the 1960*s constituted about 33 to 50
percent.
In the next chapter, the real significance and extent of the
impact will be examined.
19
Ghana has tried since 19Sh to implement producer price stabi¬
lization, Producer prices have been falling since 1956-57 crop year.
See Appendix 3, Table 1.
CHAPTER V
IMPACT OF PRECE INSTABILITY ON GHANA'S ECONOMIC
DEVELOPMENT
It is relevant to see how the fluctuations in the world price
of cocoa may injure Ghana's economy because of the fact that Ghana
depends heavily on the export of cocoa. The price movements tend
to destabilize the economy in a number of ways:
1. It gives rise to fluctuating export earnings, resiilting
in the loss of large resources in foreign exchange.
2. Importation of capital goods essential for economic devel¬
opment may be unreliable since it is easier to squeeze in times
of shortages of foreign exchange, not to mention the imposition
of exchange controls.
3. Since cocoa exports form a large part of the Gross Domestic
Product, the impact of the price fluctuation on the economy
as a irtiole will be great.
U. Cocoa export taxes being a major source of government revenue,
the effect on budgets and fiscal expenditures will be great.
In this chapter, discussion will center around the balance of
payments, import expenditures, export earnings and Ghana's foreign
reserves.
Foreign transactions of Ghana constitute an important and crucial
factor in her economy, since exports generally accoimt for about one
fifth, while imports supplement not less than one fourth, of the Gross
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Domestic Product. If foreign payments exceed foreign receipts, it
represents an excess of total expenditure over what is currently
produced within the country and, if this trend persists over a period
of time, it signifies a fundamental imbalance between aggregate
demand and domestic output. So long as the external deficit is met
through a reduction in the foreign exchange reserves of a co\intry
and money supply is tied to foreign reserves, it provides a self-
correcting mechanism. The tender of Ghana's currency for foi^ign
exchange for meeting the deficit itself results in a corresponding
reduction in the coiintry's money supply, and thereby in the level
of aggregate demand. But if, while there is a payment deficit, the
money supply in the country also continues to expand either as a
result of persistent budgetary deficits or the extension of private
credit by the banking system then the situation is not subject to
automatic correction and would require the initiation of appropriate
measures by the government to offset it.
The payment position of Ghana for the past few years has been
tincomfortable.
Ghana's Balance of Payments Position
The structure of Ghana's balance of payments has been generally
unfavorable since 1956. Until then the trade surplus, stemming from
the relatively hi^ cocoa prices, was more than adequate to meet the
normal adverse balance in services transactions and thus helped to
build the country's reserves. Since then, partly because of the
rise in imports, some of it caused by increased government investment.
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and partly because of the steep fall in cocoa prices, not only did a
deficit emerge in external payments but, except in 1958-59, it grew
from year to year leading to a sizable reduction in the country's for¬
eign reserves. The draft on reserves, which had amounted to /G 9
million in 1959, increased to /G 16 million in I960 and further to
/G 62 million in 1961 (see Table 23). In 1962, however, the deficit
on current account was reduced as a result of measures taken in mid-
1961 and late 1962, including the imposition of import restrictions,
the raising of duties on most goods and the levy of purchase tax on
certain durable consumer goods. Partly because of short-term borrow¬
ings from the International Monetary Fund and from banks abroad, the
foreign exchange reserves of the country did not have to be drawn
down again and on December 31, 1962, stood at / 75 million which re¬
presents the value of over seven months' imports.
In December, 1961, it was announced ihat existing import licences
would not be renewed for 1962 and that imports would henceforth require
special licences. This was a major change in policy for five months
ea rlier the Minister of Finance had explicity rejected the physical
limitation of imports;
I do not believe that the imposition of quantative import
controls will serve our objectives} such controls are ex¬
pensive in terms of manpower, and often |lea^ to corrupt
practices which we must avoid at all costs. I have
therefore decided on the only method which has proved
satisfactory — by tariff control.^
What appeared to be another major change in policy was the
1
(3iana: Parliament Debates, Vol.2ii, No.U, July 7, 1961, col.121.
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announcement by the Minister of Industries, in February, 1962:
Where the Government are of the opinion that the locally
manufactured product can meet the entire home demand, and
that the price and quality are up to satisfaction, then a
decision will be taken that in the interest of saving Ghana's
precious foreign exchange earnings to finance the importation
of additional investment goods, no import licences will be
awarded to permit the importation of the commodity which is
already being produced excellently in Ghana.2
It is clear that the policy measures were aimed at a number of
objectives. They were intended to stop or slow down the rise in
expenditure on imports and to stimulate the demand for, and production
of, domestically produced import substitutes. The increased duties
and the purchase tax were also designed for revenue purposes and it
was widely believed that the import licensing would be used to divert
some of Ghana's trade to the centrally-planned economies of Eastern
Europe.
The overall result was a positive balance of trade was restored
but when combined with the large negative balance on other current
account there was a balance of payments deficit of /G 28 million.
This improvement was not sustained in 1963 and the deficit rose to
/ 25 million on balance of trade.
Exports Earnings
The con5)osition of exports in Table 2k shows the shares in total
export earnings of Ghana's main export commodities. All these are
primary products, that is foodstuffs and agricultural or mineral raw
materials. The export earnings of cocoa dominate the whole period




GHANA'S BALANCE OF PAXMENTS - 1955-1962
1955 1956 1957 1958 1959 * '" 1960 196T l9^
Cr. Dr. Cr. Dr. Cr. Dr. Cr. Dr. Cr. Dr. Cr. Dr. Cr. Dr. Cr. Dr.
Current Account
1. Merchandise (including non- 100 83 85 82 93 89 107 78 113 107 117 12i; 119 137 llii Ill
monetary gold)
2. Services 10 2h 9 23 9 25 10 25 12 26 10 29 10 39 11 36
3. Donations (Official and
private) mm 1 1 2 1 2 1 2 1 2 1 2 6 6
Total 110 108 95 107 103 116 118 105 126 135 128 155 129 182 125 153
Balance on Current Account 2 - - 12 - 13 13 - - ■ 9 - 27 - 53 - 28
Capital Acco^mt
Private
U. Direct Investment - - - - - i; - h - 3 2 • • 6 5 -
5. Other long-term - 3 - 1 - - - - «• • h
6. Private short-term 8 - 1 - - - - -
Total - 3 - 1 - h - h 8 3 3 - - 6 9 -
Official
7. Commercial Credits - - - - - - - - - h 12
8. Subscription UN, IMF,
IBRD, IFC. - - - - - 1 5 5 5 7 * - - - -
9. Governmental loans - - - - - - - 2 - k - - 11 10 5 -
Total - - - - - 1 5 7 5 11 h - 11 10 17 -
10. Errors and Omissions 12 3 3 2 1 • h •> il 1
Total capital 12 3 - h 3 5 5 13 Ih Ih 11 - 11 20 27 -
Balance on current and Capital
Accounts 11 - - 16 - 15 5 - - 9 - 16 - 62 - 1
Draft on Reserves
11. Long-term - 21 16 3 11 - 2 3 15 - 21 - hS 26 .. -
12. Short-term 12 2 3 - k - - h 2 8 9 lU hh 1 5 h





»1951 1952 1953 l9Sk 1955 1956 1957 1958 1959 I960 1961 1962
Value_of_Sel£Cted_Jix£orts_1^5l262_0ji_^
Cocaa beans 68 62 63 75 68 59 56 60 61 59 61 60
Timber 5 5 7 6 8 11 11 11 12 Ih 13 11
Manganese 8 10 10 5 5 8 10 8 6 6 5 5
Diamonds 6 6 k U 6 9 10 8 8 9 6 7
Gold 9 11 11 9 9 9 11 10 10 10 10 10
Value of imports by era--use, 1952-62 (in %)
Non-durable
goods - hi 50 h9 hi liii hi hS h2 iil U h2
Durable goods
Raw & semi-
5 9 7 10 10 9 10 8 9 8 6
finished mater.
Capital Equip-
- 27 22 2h 2h 26 2h 25 26 2h 28 28
ment - 12 13 15 13 15 13 li; 19 22 19 18
Fuels & lubri-
cants - 9 5 6 5 5 6 7 5 5 h 6
* Sanuary-November Source; Ghana:feconomic i>urveys.
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as they had done in the past. This pattern must be seen against the
desire for diversification that has been official policy over a long
time. Guggisberg in 1919 asked the Legislative Council:
We have all our eggs in one basket; the cocoa baskets
are full — what about the other baskets if anything
goes wrong with the cocoa crop or the cocoa market?
Again in 1953 the Economic Survey commented that "the reliance on
the world price of cocoa and the volume of cocoa exports is outstanding
and it is apparent that if Gold Coast is to develop a prosperous and
balanced economy a much broader basis of production has to be realized."
Given the dominance of cocoa in total exports, the inverse re¬
lation between export volume and the prices Ghana receives is \mder-
standable. The sharp drop in world price of cocoa since 1959 affected
Ghana considerably. The average price of cocoa fell from /G 285 P«r
ton in 1959 to /G 225 per ton in I960 and to >^G 177 per ton in 1961.
There was some recovery in the price in 1962.
In cocoa production Ghana has recorded a phenomenal rise since
1956-67: from 260,000 tons in 1957-57 it rose to about 1^50,000 tons
in 1961-62. Ghana's share of world output increased from 29*6 per¬
cent to over 38 percent. Nonetheless, export earnings from cocoa
remained almost stagnant around /G 70 million since 1959, because of
3
the steady fall in prices.
Import j!bq)enditures
Imports are predominantly of manufactured goods. They include
See Appendix III, Tables 1, 2 and 3 for annual prices, volume
and value.
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a large food items, amounting to over /G 23 million in value in
1962^ this is about 20 percent of the total. Fuel and chemicals ac¬
counted for lii percent of the total of 1962.
Non-d-urable consumer goods include food, drink, tobacco,
clothing and footwear. The main item in d;irable consumer goods is
cars, and electrical appliances are also important. Raw and semi¬
finished materials include building materials. Capital equipment
includes various types of machinery, equipment and commercial vehicles.
During the past decade,indicated in Table 23, total imports rose
from /G 66.6 million in 1952 to /G ll|.2.8 million in 1961, an increase
of about 115 percent as against exports of /G 86.14 to /G 115.1 mil¬
lion, an increase of about 3h percent of the same period.
I n 1962, imports were made up nearly equally of consumers' goods
and producers' goods, with fuels item belonging exclusively to none
of these categories. Consumer goods reached a peak of 59 percent
of the total in 1953, and increasing import of capital equipment
(producers' goods) accounted for most of the rise until 1959.
In an economy so affected by exports earnings, a natural start¬
ing point is to see whether imports can be related to exports. The
1957 Ghana Economic Survey stated that the level of demand for imports
is a function of the Cocoa Marketing Board pvirchases of cocoa, govern¬
ment expenditure and private capital investment.
If this is true, then the fiscal measures and import restrictions
imposed in I96I and 1962 indicate the effectiveness of controlling
imports in the face of declining value in cocoa trade. For in the
absence of the restrictions, it would appear that the total balance
of payments in these y. ars would have been more than /G 80 million
deficit that in fact occurred.
Overseas Assets
As explained earlier, the balance of p%rments surpluses in the
first half of the period gave rise to large additions to the country's
overseas assets, so that by 1955 they stood at /G 205 million. There¬
after, they declined to /G 1149 million in I960, and fuirther halved
in the course of I96I to stand at /G 72 million in 1962.^
The Ghana Economic Survey in 1957 commented that it would be
imprudent to spend heavily for the next three or four years, after
which period all development would stop for lack of funds. Yet
precisely the danger emerged at the end of I96I. The reserves had
been drastically and suddenly depleted and the country's ability to
maintain a high level of capital formation was put to jeopardy. The
accumulation of reserves represented a claim on goods and services of
other nations that could have been used for the puiposes of capital
formation. The capital goods proportion of total imports rose only
slowly while consumer goods import, some of which was not essential,
increased. Ghana has been criticized for resorting to import restrict
ions and exchange controls, but the truth may be that she delayed too
long in imposing them.
Summary
The account of the balance of psyments can be summed up as follows
^ See Annual Report, International Monetary Fund, 1961.
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The surpluses of the early 1950's gave way to deficit because
import values rose more rapidly than export earnings. The growth
of imports accelerated rapidly in 1959* I960 and into 1961, to be
checked in the second half of that year by fiscal measures and import
restrictions. The increase in imports was due to a rise in volume;
their prices were stable. Export earnings were stagnant, mainly due
to the fall in world cocoa prices. Exports prices and volumes inter¬
acted in such a way as to limit Ghana's ability to increase her export
earnings, with price changes tending to offset changes in volume
exported.
The excess foreign assets which existed was exhausted by 1961,
and in 1962 represented the first year of success for the policy of
covering deficits by borrowing from the rest of the world. While
the large reserves supported a higher level of capital formation than
wo\ild otherwise have been possible, ranch of the increases in imports
was consumer goods, not all of them of essential nature.
As indicated in the introduction, there is a close relationship
between export earnings and foreign exchange reserves on one hand and
economic development on the other. It is against this backgroimd
that C3iana's ability to import the necessary capital equipment for




World demand for cocoa has shown a steep upward trend in recent
years as overproduction has driven prices down to their lowest postwar
level. Ghana is a member of the Cocoa Producers' Alliance and the
Cocoa Study Group of Food and Agriculture Organization (an agency of
the United Nations), both of which are trying to find means of stem¬
ming the decline in cocoa prices. Ghana's membership in these organ¬
izations must be utilized constructively.
Eventually, Ghana and other cocoa producing countries will have
to match their production more closely to world demand in order to
maintain prices at satisfactory levels. World demand by present
indicationssseems likely to be higher by 1970 than it is now. This
means Ghana must increase her production to maintain her share of
market as well as a leadership position without any great extension
of cocoa acreage. Already the farmers have accepted the iit^iroved
varieties of cocoa and the methods of disease control. A policy of
allocating existing forest lands to other crops must be adopted to
stop further extension of cocoa acreage.
There remains some degree of uncertainty in the long-term prospects
of cocoa, although in the immediate future world production and absorp¬
tion of cocoa may well balance (according to the Cocoa Study Group of
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the Food and Agriculture Organization).
It is desirable that Ghana, with a high stake in the output
and price, should devote adequate attention to initiating and final¬
izing, in consultation with other producers and the consuming countries
an international action or agreement on cocoa. A possible world
shortage of cocoa might tend to weaken the producers' desire for price
regulation and throw the world markets open againj this should be
avoided in the interest of longer-run stability in cocoa prices.
In addition, there is scope for increasing consumption of
cocoa in the following wayss-
1. A well planned campaign should be launched to increase con¬
sumption in traditional markets as well as in Africa, Asia
and other developing countries. These can^jaigns should be
sponsored by the Cocoa Producers' Alliance, the carriers of
cocoa and manufacturers of cocoa.
2. The socialist countries of Eastern Europe and Soviet Union
should be encouraged to buy more cocoa from Ghana under the
trade agreements already concluded with them.^
3. Approaches should be made to certain governments, especially
members of the Europeai Common Market, for a reduction of
the heavy taxes and tariffs imposed on cocoa and cocoa pro¬
ducts as a means of assisting developing countries.
In the program of industrializing exports as recommended below,
Ghana must start to explore cocoa processing. In the evolving re-
^
In 1961, Ghana concluded trade agreements with these covintries.
See "Economic Planning in Ghana - 1," West Africa, March 3, 1962, p.227
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arrangement of the international division of labor, however, the
processing of cocoa and other such commodities must be progressively
transferred to the producing countries as the best avenue for in-
dusti*ialization and the general economic development of developing
cotin tries.
It can be reasonably expected that chocolate manufacturers and
other users of cocoa in industrialized countries of Europe and North
America should buy from Ghana auid other producers, cocoa products
instead of cocoa beans. The rate of transition will be determined
by the goodwill of manufacturers and consumers towards this process
of change.
For newer markets in Africa, it would be expected that the
installation in Ghana of a cocoa processing capacity will enable them
to increase their consumption of cocoa and chocolate products.
On the Economy
The writer observes that a continued reliance on the present
economic structure, with the cocoa industry being the core of Ghana's
fortune for the past sixty years, will be dangerous. Unless a change
is effected, the economy will continue to be poor and subjected to
the instability and other weaknesses from which it now suffers to a
painful degree.
A consistent strategy must be developed and applied to yield
the most rapid rate of economic development possible within the limits
of Ghana's generous endowments in human and material resources.
In the short-run, however, Ghana will remain a prisoner of her
Ih
past since any radical change in structure can only be attained over
a period. Therefore any economic policies for any economic trans-
foimiation must have direction and consistency, and be related to a
clear vision of the structure of the economy in the long-run. The
present dual structure, which is a colonial heritage, based on pro¬
duction of primary commodities for exports, must be changed.
Agriculture must be diversified and modernized to create
internal markets,capital,and labor as a prelude to major industrial¬
ization.^
The basic policy for agricultural development must concentrate
on a limited number of commodities and apply to them all the avail¬
able technology and agricultural knowledge. The commodities are
those that will fill the basic home nutritional requirements as well
as those that will contribute to the amelioration of the balance of
payments position.
Industrial development will make a great contribution to the
increases in employment and incomes as well as improve the balance of
foreign trade and lay the foundation for the future development of
Ghana as an industrialized nation.
As regards industrialization of Ghana's export commodities like
cocoa and aluminum where factors of marketing and technology can
present difficulties, private foreign investments must be encouraged
to undertake investment and management functions.
Industrial development programs must ensure that aTl capital
invested is utilized to the best advantage. The strategy must be
2
Lewis iieport of 1953 strongly recommended this point.
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in order of priority thus:
1. Maxiraum utilization of existing plant capacity.
2. Expansion of existing enterprises
3. Completion of unfinished projects
h. Commencing new projects
Foreign ccapital had pl^ed a big role in Ghana's economic
history since iiiid-l850's. In the recent past, however, the contribu¬
tion of external capital to Ghana’s economic development has fallen
short of the level. The government, preferring to rely on its own
resources as long as thejr'lasted, and being for the most part engaged
in the development of infrastructure and social facilities for which
the commercial-type loan hitherto available are not suitable, has not
sought much foreign capital.
For the future, however, the scale of projected developments
will have to make it necessary for an extensive borrowing. The
recent grox-rth of new sources of overseas capital on terms suitable for
financing non-productive investments make it possible to anticipate
the use of more external assistance in Ghana's development programs.
The government therefore must continue to create and maintain
conditions necessary for foreign capital participation in Ghana's
economic development.
As a resxilt of the recent years' strenuous efforts and sacrifice
under the first and second development plans, Ghana has created the
necessary preconditions for a rapid economic development. Transpoirfe-
ation is adequate; a reasonable amount of manpower has been trained;
energy and water are available in large quantities. The writer
recommends the use of these facilities for a corresponding expansion
of the real productive capacity of the economy. Further developments
in the field of infrastructure must be made by consolidating the gains
already obtained.
International Action
Ghana’s cocoa problem must be viewed as part of the total
picture of the economic and trade problems facing all developing
countries.
In December, 1962, the General Assembly of the United Nations
endorsed the decision taken in Augiist, 1962, by the Economic and
Social Council, whereby the Council resolved to convene a United
Nations Conference on Trade and Development. The Conference,
which was held in Geneva from March 23 to Jxine 16, 196ii, was attended
by representatives of one hundred and twenty states. It was convened
in order to provide, by means of international cooperation, appropriate
solutions to the problems of world trade in the interest of all
peoples and particularly to the urgent trade and development problems
of the developing coimtries.
While no concrete results have yet emerged from the Conference,
it is hoped that an international action will be found to liberalize
and expand trade in primary commodities.
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Kernels Rubber Gold Lumber Coffee
Total all
Exports
Value , 000 (f.o.b.) in /
1886 - 196 hs 70 79 neg. neg. U07
1887 - lh3 U2 62 81
!» tt 372
1888 - 190 69 38 87
tt 0.1 382
1889 - 137 63 99 103
It neg. Ul6
1890 - IhS 78 231 92 0.9 0.2 601
1891 neg. 193 90 199 88 22 0.9 6Sh
1892 - 179 103 167 99 36 0.3 669
1893 neg. 18U 81 218 79 90 0.6 722
189U 0.9 238 112 233 77 69 1.3 890
1895 0.9 231 93 322 91 28 1.8 878
1896 2.3 127 89 31k 86 92 U.l 792
1897 3.2 108 70 h20 89 91 3.1 898
1898 9.6 IIU 66 992 6ii 110 2.3 993







1900 27.3 239 97 328
1901 i;2.8 178 90 loU
1902 9ii.9 235 132 89
1903 86.2 lli6 105 196
1901; 200 129 87 361
190^ 187 88 79 32U
1906 336 125 81 335
1907 515 119 102 333
1908 5ia 130 78 168
1909 755 121 112 26ii
1910 867 161 185 359
1911 1,613 129 176 219
1912 1,61;3 113 205 169





38 68 1.2 885
22 55 0.8 560
97 22 O.U nk
255 h9 0.3 981
3U6 5U neg. 1,3U0
597 8U tl 1,6U6
822 80 11 1,996
1,131 169 II 2,61;2
1,122 158 It 2,555
983 83 tl 2,698
790 lii8 tl 2,698
1,058 139 tl 3,792























Kernels Rubber Gold Liutiber Coffee
Quantity
(000 tons) (m.lb) (000 oz.) (m.ft) (000 lb.)
9.U 1.55 21 neg. 5.2
8.0 1.31 23 - 2.9
13.3 ,88 2U - 3.8
10.9 l,2h 29 - 1.9
12.7 3.36 25 - 9.3
12.9 2.95 2h 1.35 13.7
15.8 2.66 27 2.13 12.9
12.0 3.ii0 22 3.ia 21.U
17.1 3.03 21 5.01 ki-.k
15.6 ii.02 25 3.59 51.8
13.0 3.73 2h 6,06 1U2
10.8 li.96 2k 15.2 102
9.7 5.99 18 13.6 122
12.7 5.57 lii 12.0 lh3






Kernels Rubber Gold Lumber Coffee
1901 0.98 3.15 12.8 1.52 6 6.89 53.9
1902 2.U0 U.23 17.0 1.60 27 2.23 23.ii
1903 2.28 2.59 13.2 2.26 71 7.38 26.5
190ii 5.11 2.2U 11.0 U.oi 9U 16.0 U.9
1905 5.09 1.60 9.8 3.69 159 8.36 5.3
1906 8.97 2.1U 9.h 3.65 217 7.80 2.8
1907 9.36 1.87 9.8 3.55 292 18.5 0.52
1908 13.0 2.25 9.0 1.77 289 19.0 0.1^6
1909 20.1 2.01 11.6 2.76 25ii 9.8i: 0.35
1910 22.6 2.05 IU.2 3.22 205 IU.9 0.18
1911 39.7 1.61 13.3 2.67 280 lli.O neg.
1912 38.6 l.Ul; lii.6 1.99 378 23.6 -
1913 50.6 0.86 9.7 1.32 li23 37.h
000 lb. Source: Based on statistics from "Blue Books" by M. H. J. Bevin.
(Cited also in Polly Hill,"Migrant Cocoa-Farmer of
Southern Ghana (London; C.U.P., 1963), p.l7i|»
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Primary Schools 156,360 U8l,5CX) 211.9
Middle Schools 66,175 160,000 iia.7
Secondary and Technical Schools 3,559 19,1U3 ii37.8
Teacher Training Colleges 1,916 U,552 137.5
Universities 208 l,20i| U78.8
Output of Manpower:
with Midele School Cert. 6,li00 26,500 311i.0
with Technical Certificate 719 858 19.3
with Secondary School ^ert. )4l3 3,U30 730.8
with University Degrees 6 lii8 -
HEALTH
Number of Hospital Beds 2,368 6,155 159.9
Rural and Urban Clinics 1 30
Number of Doctors (incl.Dentists) 156 500 220.5
TRANSPORT AND COMMUNICATIONS
Roads
Class I (Bitumen) 1,398 2,050 1+6.7
Glass II (Gravel) 2,093 3,3U6 59.8
Number of Post Offices 779 75.U
Number of Telephones 7,383 25,ii88 21+5.2
PUBLIC UTILITIES
Number of persons served by water
supplies division 986,000 2,lh6,100 119.7
Number of rural water supplies 3,327 U,291 38.8
Installed Electrical Capacity (kw) 8h,708 120,860 1+2.7
Electrical Power Generated:
(kWh *000) 281,983 390,17li 38.i+
'Government 86,561 175,581 102.8
Private 195,U22 211+,593 9.8
Source: Ghana Seven-Year Development Plan, 1965/61t- 19^9/70», p.26.
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APPENDIX III
GHANA COCOA MABKETING BOARD RECORDS
Table 1
COCOA ROrUCERS Hi ICES AND EXPORT PRICES
19li7/U8 to 1960/61






Producers’ Price as %
of Export Price
19ii7/i;8 / 75 / 201
%
37,.3
19U8/ii9 121 137 88.3
19U9/50 8I1 178 ii7.2
1950/51 131 269 i;8 .7
1951/52 li;9 216 60,8
1952/53 131 231 56.7
l953/51i 13k 358 37.1;
195U/55 13h 353 38.0
1955/56 lh9 222 67.1
1956/57 lk9 189 78.8
1957/58 13k 30U iii;.l
1958/59 13k 280 U8.0
1959/60 112 226 i;9.6
1960/61 112 175 61;.0




FINANCIAL RECORDS OF THE COCOA MARKETING BOARD












19U7/U8 ia.5 15 .u .1; 1.9 23.8
19U8/U9 37.5 21.2 1.7 2.1 12.5
1950/51 Ul.l 21.2 3.5 3.0 17.1;
1951/52 57.6 31.1; li;.7 3.5 2.0
1952/53- 57.1 32.5 16.0 U.o i;.6
1953/5U 7Ul7 28.0 3l;.0 3.6 9.1
l95ii/55 77.5 29.5 38.U 3.7 5.9
1955/56 52.3 35.0 ll;.6 U.5 -1.8
1956/57 50.7 39.9 12.0 6.3 -7.5
1957/58 62.9 27.7 26.3 1;.5 1;.!;
1958/59 70.9 33.1; 25.6 5.9 6.0
1959/60 69.9 10-.7 19.1; 6.8 2.0
1960/61 71.6 55.1 15.5 11.0 -10.0
TOTALS 833.6 1U;6.3 235.5 6i;.5 87.1;


























Source; Ghana Cocoa Marketing Board at Work, Uth ed,, pp.12-13.
APPENDIX III (continued)
Table k
DISEASE CONTROL AND INVESTMENT IN
GOVERNMENT SECURLTIES
GHANA
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